We estimate corporate average effective tax rates from financial statements for companies domiciled in European Union (EU) member states during 7 years from 1990 to 1996. Our objective is to compare the tax rate effectively experienced by companies with the corporate statutory tax rate in the EU country in which each company is domiciled. The difference between the corporate statutory tax rate and the financial statements based corporate average effective tax rate provides information on the magnitude of tax incentives provided by governments within the EU. These tax incentives come on top of the directly observable differences in statutory tax rates between EU member states. We find (i) that the use of tax incentives, over and above differences in statutory tax rates, differs substantially between EU member states (corporate domiciles) and (ii) that the provison of tax incentives does not have the effect of equalizing corporate effective tax rates between EU member states (corporate domiciles).
Introduction
We use consolidated financial statements to determine effective tax rates (ETRs) for companies domiciled in European Union (EU) member states. There already exist differences in statutory corporate tax rates (STRs) between EU countries. These differences are relatively easy to observe (see below). But EU countries also provide tax incentives 1 to companies. To the extent that this happens, STRs do not provide a complete picture of (i) actual corporate tax burdens in EU countries and (ii) of differences in actual corporate tax burdens between companies domiciled in different EU countries. In this paper we attempt to determine the actual ETRs experienced by companies in EU countries using consolidated financial statement data for the recent 1990 -1996 period. These ETRs provide a picture of both differences in STR ànd the provision of tax incentives between EU member states, i.e. of actual corporate tax burdens.
Such a picture is important because actual corporate tax burdens, which ETRs attempt to measure, are generally thought to be an important element in the 'competitive' position of a country, e.g. in terms of location decisions of companies 2 or of founding rates of new companies. Also, actual corporate tax burdens are a constant item in discussions about tax competition between countries in general and, recently, between EU countries in particular.
Knowledge about actual tax burdens is important for these discussions. This paper is the first (we will discuss previous research in section 2) to measure ETRs using financial statements information for (listed) companies in all 15 current EU member states.
There are alternative approaches to measuring ETRs. However, the alternative approaches to measuring effective tax rates are (i) either case-based, i.e. not calculated for actual companies, or (ii) rely on assumption-based simulation for individual companies.
ETRs determined using financial statements, as in this paper, are firm-specific and require no simulation and underlying assumptions. They can also conveniently be used to make a distinction between permanent tax incentives and timing tax incentives 3 provided by the EU member state governments to companies domiciled in their jurisdiction. This paper is the first to use the Primark Worldscope financial statement data base in comparative international tax accounting research. Moreover, we provide an international comparison on a larger scale than previous research both for more countries and for a larger number of firms in each country.
Our findings are as follows. First, comparing EU member states on the basis of the difference between the statutory corporate income tax rate (STR) and the effective corporate income tax rate (ETR), taking into account permanent tax incentives, reveals considerable differences. That is, the use of tax incentives differed quite substantially between EU member states (corporate domiciles) in the recent 1990 to 1996 period. Second, we also find that the range of the ETR across EU member states is less centered than the statutory tax rate range.
This means that the provision of permanent tax incentives does not have the effect of 'equalizing' the existing differences in STRs between EU member states (corporate domiciles).
Additional analyses, (i) using two alternative ETR measures (one less sensitive to financial accounting differences between EU member states and one taking into account timing tax incentives as well), (ii) restricting our attention to those countries that already were a EU member state in 1990 and (iii) restricting our attention to those EU member states that had already adapted national law to the 7th EU company law directive on consolidated financial statements by 1990, do not change these findings.
Motivation, average ETR measurement and accounting issues, previous research

Motivation and research question
Statutory corporate tax rates differ between countries. This is the case in general, but also, perhaps surprisingly, within the European (economic) Union 4 . The last few years the intra-EU differences have given rise to increasingly active political discussions. The discussion is driven by the fact that taxes represent an actual cash outflow to companies and this can be expected to affect (i) the attractiveness of company formation in EU countries as well as (ii) location decisions of EU (and non-EU) companies. This creates both an interest of the various national governments for corporate tax policy and an interest in tax policy on the part of companies in order to be able to decide on their preferred domicile. 'Tax competition' between countries in the area of corporate taxes can focus on (i) the statutory tax rate (STR) and additionally on (ii) the provision of tax incentives, or tax subsidies, in various forms 5 . To measure the corporate tax rate effectively experienced by a company domiciled in a given country it is therefore necessary to measure the tax rate in that country inclusive of the tax incentives effects, i.e the effective, as opposed to statutory, tax rate (ETR).
The research question that this paper attempts to answer is the following: what effect does the provision of tax incentives have on actual corporate tax burden, compared to the STRs, in EU member states? In particular: do tax incentives affect the differences in actual corporate tax burden within the EU compared to the EU member state STRs? Note that both an increase in these differences and a decrease, or indeed a no-change result, would be consistent with tax incentives based tax competition between EU member states. That is, tax competion used tax incentives can have all three effects. This paper attempts to find out which effect is present.
A non-exhaustive, non-systematic, list of examples of tax incentives that would affect ETRs in EU member states is the following:
-the possibility of tax-loss carrybacks and carryforwards; -fiscal unity arrangements (compensating losses and profits between companies in a group of companies); -participation exemption arrangements (relief for the income of (possibly foreign) subsidiaries already taxed); -investment tax incentives; -research and development tax incentives;
-tax-free reserves arrangements (e.g. reserves for probable losses); -different tax rates for capital gains;
-tax incentives related to company size (e.g. for small and medium sized companies); -tax incentives related to regional location (e.g. for less-developed regions); -tax incentives for co-ordination centers, corporate headquarters and distribution centers; -employment tax incentives (e.g. tax incentives related to number of employees); -tax incentives related to the training of personnel; -asset related tax incentives (e.g. special depreciation arrangements for certain classes of assets); -industry related tax incentives (preferential tax treatment for certain industries); -age of company related tax incentives (differing tax rates and/or rules for new companies); -tax incentives related to leverage (interest is corporate tax deductible, dividends are not).
Prior research has developed various ETR measures to measure corporate tax burdens taking into account tax incentives. Basically four (classes of) measures exist: (i) the effective marginal tax rate, (ii) the effective average tax rate, (iii) the financial accounting information based marginal effective tax rate, and (iv) the financial accounting information based average effective tax rate. We name the four classes of measures this way to avoid confusion. The original terminology used in the literature is slightly different. The important distinction is that (iii) and (iv) are based, completely or in part, on actual financial accounting data, whereas (i) and (ii) are based on an assumed typical investment project. We will briefly discuss each measure in turn.
The effective marginal and the average tax rate are computed for a 'typical' investment project earning no economic rents (for the effective marginal tax rate) and assumed positive rents (for the effective average tax rate). In both cases the tax rate is the difference between the pre-tax-return and the post-tax return as a proportion of the post-tax return in a given country (tax jurisdiction) for the 'typical' project. Chennells and Griffith (1997, appendix A) provide a clear recent discussion of both measures.
In contrast, both the marginal and the average effective tax rate are calculated using actual firm financial statements. Graham (1996, p.189) (1996, p.195 ).
Callihan (1994, section 1), Collins and Shackelford (1995, pp.56-57) and Chennells and Griffith (1997, appendix A) all discuss the relative advantages of the different classes of ETR measures.
We measure the effect of domicile on corporate tax incentives in EU member states using the financial accounting information based average effective tax rate (average ETR), because our objective is to estimate the effect of tax incentives on the tax burden as it affects actual companies in the EU. As will become clear below, the average ETR purports to measure taxes payable, the cash outflow to the tax authorities for a given year, as a fraction of pre-tax financial accounting income.
Average ETR measurement issues: accounting for corporate taxes and other accounting issues
A problem with the determination of company average ETRs in EU member states is that not all member states make the distinction between income in company financial statements and company taxable income (book-tax difference). This is the case, to a varying degree, in the period considered in this paper, in (alphabetical order): Austria, Belgium, Finland, France, Germany, Greece, Italy, Luxemburg, Portugal and Sweden. The distinction does exist in the remaining five EU member states: Denmark, Ireland, The Netherlands, Spain and the UK (see, for more discussion, Hoogendoorn (1996) ).
However, the book-tax difference is primarily an issue at the legal entity level. Therefore, in this paper we will use consolidated financial statements 6 . In consolidated financial statements a distinction is made in all EU member states between consolidated financial accounting income and consolidated taxable income 7 .
The financial accounting background for the determination of the average ETR from financial statements is the following.
Two types of differences can exist between financial accounting income and taxable income. The first type are "timing differences". These are differences resulting from different timing moments in tax and financial accounts. These differences will exist as long as a certain item is included in the tax accounts but not in the financial accounts or the other way around.
An example is a difference in the depreciation method used for a certain fixed asset in the two types of accounts. Tax laws might allow more rapid depreciation than financial accounting rules. In the end however, total depreciation will be the same for both sets of rules. So, after some time, the timing difference will start to reverse and at the end of the period there is no difference remaining. A sub-category of timing differences are "semi-permanent differences".
These differences will exist as long as a company will continue (i) its operations in general or (ii) operating the tax-affected assets, and will not reverse during those periods. Examples are the use of different valuation methods (i.e. base stock) for inventory and differences in the treatment of asset (re)valuation in the financial and tax accounts.
The second type of differences are "permanent differences". These differences will never cease to exist, i.e. will never reverse, not even when the company is discontinued. This type of difference could for example arise when a company incurs expenses, which need no recognition in the calculation of taxable profit.
Note that timing and permanent differences affect the cash outflow to the tax authorities each year to a company and more particularly to its shareholders. Hence timing and permanent differences are the accounting representation of tax incentives, both timing and permanent tax incentives 8 .
Within the EU, financial accounting for corporate taxes in consolidated financial statements proceeds as follows. The matching principle requires that the corporate tax expense item in the financial statements should relate to the financial accounting income reported in those statements, i.e. requires 'interperiod tax allocation'. When financial accounting income is not equal to taxable income, taxes actually paid will not be equal to the tax expense. In the financial statements this book-tax difference can be 'accomodated' in two steps. First, permanent differences (incentives) are always excluded from the tax expense item in the financial statements. Second, using "interperiod tax allocation", temporary differences (incentives) are ex(in)cluded from (in) the tax expense item and this leads to a deferred tax liability (deferred tax asset) 9 . All EU countries use the matching principle for consolidated financial statements and thus in principle require recognition of the deferred tax liability/deferred tax asset.
All this shows that taxes payable for a company for a given year can be calculated from its financial statements by adjusting the tax expense item, which is already exclusive of permanent differences (incentives), for either the appropriation to the deferred tax liability (asset) or the change in the net deferred tax position 10 . This adjustement reflects the timing differences (incentives).
Permanent differences are not included in the EU in the financial accounting tax expense item in the consolidated financial statements. Hence, uniformly the tax expense in the consolidated financial statements in EU member states is exclusive of the permanent differences. In practice differences between EU member states in financial accounting for corporate taxes are possible, but they all concern timing differences. Examples of a lack of uniformity in accounting for timing differences between and within EU member states are (see also, Hoogendoorn (1996, table 3): -a deferred tax asset is not recognized consistently because of the prudence principle or is netted against the deferred tax liability; -'partial' or 'full provison' for deferred taxes may be used;
-deferred taxes may be stated at their nominal or their present value; -the 'liability' or the 'deferral' approach for dealing with (expected) tax rate changes may be used;
-deferred tax accounting for asset revaluation is not uniform.
However, we expect that these complications are less of a problem in the consolidated financial statements that we use. Note again that these 'complications' do not affect the accounting for permanent differences.
Apart from financial accounting for corporate taxes, notwithstanding intra-EU financial accounting harmonization efforts (the 4th and 7th Directives), other differences in prescribed financial accounting methods still exist. But again, this is a less important problem at the level of consolidated financial statements 11 . This is a second reason for restricting our analysis to consolidated financial statements in EU member states.
The above underlies the three ETR measures used below. In the first ETR measure we relate tax expense (which excludes permanent differences) to before tax financial accounting income. In the second ETR measure a company income measure is used that is less sensible to financial accounting differences between EU member states. In the third ETR measure we adjust the tax expense for timing differences.
Also, we use 7, 6 or 5 year panels (see below for explanation) of companies domiciled in the EU and calculate average ETRs for each company for the 7, 6 or 5 year periods. Note that this will further alleviate the effect of lack of uniformity between EU member states in financial accounting for timing differences and of financial accounting in general, because of the reversal property of timing differences and of accrual accounting methods in general, on the ETR measures that we calculate.
Average ETRs: prior cross-country research
There exist a number of single-country financial accounting based average ETR studies. The studies that we are aware of using EU member state data are Holland (1998) for the UK, Janssen and Buijink (1998) for the Netherlands and Ballas and Hevas (1999) for Greece. The most recent single-country papers using US data are Gupta and Newberry (1997) and Plesko (1999) . The last two papers provide references to earlier papers using US data.
In this section, however, we focus on the available comparative cross-country studies.
Comparative cross-country ETR results are rare. We are aware of only Collins and Shackelford (1995) and Chennels and Griffith (1997) . Chennels, Griffith (1997) also use the Global Vantage database to calculate average ETRs (not adjusted for timing differences). They calculate these annually for the 1985 to 1994 period for 10 countries: Australia, Canada, France, Germany, Ireland, Italy, Japan, Spain, UK and the US. They report mean annual ETR only for companies whose ETR falls between 0 and 70%. They also determine STRs annually for the countries studied. For 1994, the last year for which they give results, STRs, (truncated) mean ETRs and number of observations are: Australia (0,33; 0,31; 23), Canada (0,343; 0,306; 4), France (0,333; 0,32; 25), Germany (0,522; 0,271; 24), Ireland (n.a)., Italy (0,532; 0.209; 2), Japan (0,509; 0,403; 47), Spain (0,35; 0,234; 4), UK (0,33; 0,287; 73) and the US (0,393; 0,333; 161) (Chennels and Griffith (1997, appendices C to L, various tables)). Note the small number of observations in a number of countries.
We give results below that are directly comparable to the Collins and Shackelford and Chennels and Griffith findings for a larger group of countries (compared to both studies) and larger company samples per country (compared to Chennels and Griffith).
Methodology: measurement of the average ETR and sample
Average ETR
We measure the average ETR in three different ways. Section 2.2. provides the financial accounting background. We define the ETRs in the context of the Worldscope financial statement template and its terminology.
Our first measure, ETR1, is income taxes (tax expense) divided by financial accounting pretax income before minority interest income, equity in earnings and extraordinary income. Extraordinary income is presented net of tax in the Worldscope template, as is equity in earnings of non-consolidated subsidiaries. The inclusion of minority interest income (i.e. its non-elimination) is conventional in this literature. ETR1 'picks up' permanent tax incentives. Income taxes are worldwide income taxes. ETR1 is comparable to the accounting based ETR measure used in Chennels and Griffith (1997) . It is also used frequently in country specific ETR research.
As we explained earlier ETR1 is potentially affected by inter-country differences in accrual financial accounting practices between EU countries. This may be this case even though we work with consolidated financial statements and given European financial accounting harmonization. We therefore also calculate, as a first sensitivity check, a second ETR measure less affected by differences in financial accounting practices between countries.
An obvious candidate would be a measure with operating cash flow. i.e operating income before non-cash expenses, as denominator. However, cash-flow statement data are not uniformly available on the Worldscope CD-ROM, especially in the earlier years of the period we consider. We therefore use the income statement item net sales as the denominator for our second ETR measure, ETR2 (again using income taxes as the numerator).
As a second sensitivity check we also calculate ETR3. In ETR3 income taxes adjusted for the net change in the deferred tax taxes (balance sheet item) is the numerator and financial accounting pretax income before minority interest (income), equity in earnings (from unconsolidated subsidiaries) and extraordinary income, is the denominator. ETR3 'picks up' both permanent and timing tax incentives. ETR3 is directly comparable to the main ETR measure used in Collins and Shackelford (1995) . ETR3 is also used frequently in previous country specific research. The year 1996 was the latest year available on the Worldcope CD-ROM that we used and 1990 the first year (except for ETR3 for which 1991 is the first year for which results can be calculated). Table 2 provides details about the initial sample selection. Our initial panel (filters 1, 2, 3, 4 and 5) consists of 2958 companies in EU member states with data for 7 years, i.e. 20706 company-years in all. The use of filters 6 and 7 leads to a panel of 2118 companies (14826 company-years) for which ETR1 can be determined, of 2083 companies (14581 company-years) for ETR2, and of 1393 companies (8358) company-years for ETR3 (6 year panel). The adjustment for deferred taxes in ETR3 (i) makes 1991 the first year for which results can be given, but also (ii) leads to considerable loss of company panels due to loss of observations in the last year 1996. We therefore also created a second ETR3 panel (ETR3 (5 year panel) for the period 1991-1995, consisting of, after filters 6 and 7, of 1628 companies (8140 company years).
Table 2
Table 3 provides the number of companies in the sub-panel for each of the EU member states and the corresponding number of company-years, for each of the ETR measures. As can be seen for Luxemburg and Greece the number of company-years available is relatively small for ETR1 and ETR2. This is also the case for those two countries and for Austria and Sweden for ETR3 (6 year panel and 5 year panels), but not for Greece for the ETR3 for the 5 year panel 12 . Table 3 4. Results
Statutory tax rates (STRs) in EU member states
We use various sources to determine the STRs in the EU member states between 1990 and 1996. Table 4 provides an overview of the annual STRs in the EU member states for a number of years. A number of member states, notably France, Germany and Ireland have multiple corporate tax rates.
It is not immediately obvious how to determine the average STR in each EU member state for the 1990-1996 period. We determine the average STR for each country in two ways.
In table 4 the unweighted average STR for each country is the simple average, assuming a 50% pay-out ratio for countries (years) with a split-rate system. For the weighted average STR in table 4 the weights are the total pre-tax income for all companies in the ETR1 sample each year and additionally the relative amount of pre-tax income distributed in countries (years) with a split-rate system. In Ireland the weights are based on the number of companies in the sample in qualifying industries and their total pre-tax income. The STRs in table 4 were calculated disregarding differential capital gains tax rates and differential tax rates for 'low' profits that exist(ed) in a number of countries. Of course, in countries were STRs were the same in all 7 years, unweighted and weighted STR are equal.
As can be seen in table 4 the average STRs (both unweighted and weighted) are in the thirty to fifty percent region. The top three STRs are in (1) Italy, (2) Germany, and (3) Belgium, whereas the lowest rates are found in Greece, Sweden and Ireland. The correlation between unweighted and weighted STRs is high: Pearson correlation coefficient 0,97. Below we will use the weighted STR and provide additional results for the unweighted STR. 
Table 5
As explained earlier the ETR1 results in table 5 are on a filtered panel basis. The panel for each country was filtered by removing outlying observations with an ETR1 which outcentered the average ETR1 for the panel by more than two standard deviations. Table 5 shows that, except for Denmark, the mean and median ETR1 are quite close.
We will focus 13 on median ETR1 below as our preferred measure of the corporate tax burden in a EU member state. Focussing on the median results then, table 5 shows that ETRs in EU member states are highest in Germany, Italy and Luxemburg, lowest in Austria, Portugal and Ireland.
EU member states can also be ranked on the basis of the size of differences between STR (weighted average) and median ETR1 to show the effects of tax incentives. Table 6 provides the ranking.
Table 6
The table shows that on average in the EU the median ETR1 is almost 10 percentagepoints below the STR. There are, however, considerable differences between the different EU member states. Whereas Sweden and France have a median ETR1 less then 2 percentage-points below their STR, Austria, Belgium and Portugal have a median ETR1 of around 20 percentage below their STR.
However (cfr. our research question in section 2.1.), the provision of tax incentives does not lead to ETRs being more equal between EU member states than the STRs.
Here, and below, we use the coefficient of variation (CV (standard deviation/mean)) as a simple metric to measure the relative variability in STRs and ETRs between EU member states. The CV of weighted STR (in table 4) is below the coefficient of variation of the filtered median ETR1 (in table 5): 19,1% versus 26,6%. Hence, corporate effective tax burdens (ETR1) do not differ less between countries than do corporate STRs. The provision of tax incentives does not make corporate tax burdens in the EU more equal compared to STRs.
Additional analyses
Alternative ETRs
A problem with the ETR1 scores for different EU member states is the potentially confounding influence of differences in financial reporting practices between the member states. As we explained earlier we therefore also calculated ETR2 with a denominator less susceptible to financial accounting practice differences. Net sales is used as denominator, which 'eliminates' all between-EU country expenses accounting related differences. The result, (filtered) median ETR2 for the 1990-1996 period, is shown in table 7.
Table 7
The CV for median ETR2 in table 7 is also higher than the CV for STR (table 5) : 51,8% vs. 19,1%. However, the Pearson correlation coefficient between median ETR1 (table 5) and median ETR 2 (table 7) is only 0,44, indicating that ETR1 and ETR2 do not rank EU member states consistently. Hence, part of the ETR1 differences between countries may be attributable to financial accounting differences. On the other hand, as we explained earlier, ETR2 as defined here is not the ideal 'financial accounting differences free' measure.
As a further sensitivity check we also calculated ETR3, which is ETR1 adjusted for the change in the (net) deferred tax liability. The results are also in table 7. They show the filtered median ETR3 scores for each EU member state both for the 6 year panel and the 5
year panel in which 1996 is not used, i.e. for the 1991 -1995 period. As explained earlier, in the 5 year panel loss of observations for the ETR3 is less severe. Overall median ETR3 and ETR1 (table 5) scores are similar. ETR3 is lower most of the time, as expected, indicating a slow reversal of temporary differences. Note that the 6 year panel ETR3 score for Luxemburg (1 observation, see table 3) is extreme. We will focus on the 5 year panel results therefore.
Median ETR1 and ETR3 (5 year panel) also rank member states similarly, underscoring the results given earlier: Pearson correlation coefficient 0,88. Again, the CV of median ETR3 (5 year panel) is higher then that for STR (table 5) : 30,7% versus 19,1%.
STR
Inspection of the CVs of unweighted average STRs (in table 4, before last column (coefficient of variation: 16,9%)) and of median ETR1, ETR2 en ETR3 (5 year panel) already reported does not change the conclusions of the previous section.
Different sets of countries
We also calculated CVs for weighted STR and median ETR1 (both in table 5) for (i) the group of current EU member states that were already in the EU before 1990 (15 current member states minus Austria, Finland and Sweden) and (ii) the group of current EU members that had already adapted national law to the 7th EU company law directive on consolidated financial statements in 1990 (15 current member states minus Ireland, Italy, Finland, Portugal and Sweden). For the group of pre-1990 EU members CVs for STR and ETR1 are 19,7% and 27,3%. For the group of pre-1990 7th Directive adopters they are 13.0% and 22,9%. Again, in both cases, tax incentives appear to widen the differences in effective corporate tax burdens in the EU compared to the STRs.
Concluding remarks
This is the first study that attempts to measure actual corporate tax burdens for companies domiciled in all EU member states based on financial statement information.
Our main results are that (i) the provision of tax incentives, both those of a permanent and of a timing nature, differs substantially between EU member states and (ii) these tax incentives do not have the effect of equalizing actual corporate tax burdens in the EU, i.e. actual corporate tax burdens differ more between EU member states (company domiciles) than do the statutory tax rates.
As we explained, and this is limitation of our research, differences (i) in accounting for corporate taxation and (ii) in financial accounting in general between EU member states are problematic in the context of this paper. To address both problems we (i) used only consolidated financial statements, (ii) we calculated ETRs for several years and (iii) we provided additional results based on alternative ETR measures.
In this paper, and that constitutes a further limitation, we focussed on listed companies in EU member states. Results for ETRs of non-listed companies would potentially provide a more balanced picture of corporate tax burdens in the EU.
Finally, in future research it would also be interesting to look at the effects of differences in tax integration systems (e.g. classical vs. imputation) between corporate and shareholder level taxation of corporate profits in the EU for corporate tax rates in the EU. This paper did not address that issue.
Notes 1 Also called tax subsidies or tax preferences in the literature. We will use 'tax incentives' throughout.
2 For a recent empirical study, see Devereux and Griffith (1998) . 3 We explain these notions, permanents and timing tax incentives, in more detail in section 2.2. below. In essence a permanent incentive leads to elimination of (part of) taxes payable and timing tax incentices to a deferral of (part of) taxes payable. 4 In this paper we use data for the companies in the current 15 EU member states. The data used are for the years from 1990 to 1996. Of the current 15 EU member states 12 joined the EU before 1990. Austria, Finland and Sweden joined the EU in 1995. As a sensitivity check we will provide an analysis of the data of the 12 pre-1990 EU members. (8140) a ETR1 = income taxes/pre-tax income b ETR2 = income taxes/net sales c ETR3 = income taxes -(deferred taxes t -deferred taxes t-1 )/pre-tax income d As explained in the text for ETR3 we use 6 and 5 year panels (14826) 2083(14581) 1393(8358) 1628 (8140) a ETR1 = income taxes / pre-tax income b ETR2 = income taxes / net sales c ETR3 = income taxes -(deferred taxes t -deferred taxes t-1 )/pre-tax income Coopers & Lybrand (1998) , Easson (1993) , Messeree (1993) , OECD (1991), Teixeira (1997) and Tirard (1994) . a Uw. avg = unweighted average of the statutory tax rates for the 1990-1996 period b W. avg = weighted average, taking into account relative profits per year and the distinction between the RE and DP tax rates where applicable, for the 1990-1996 period c RE gives corporate tax on retained earnings d DP gives corporate tax on distributed profits e assuming a proportion of retained earnings/distributed profits of 50/50 f Q gives corporate tax on qualifying companies: i.e. manufacturing companies, manufacturing services, international financial services, trading operations in Shannon airport, repair and maintenance of aircraft, ships and computer equipment, film production, engineering services for projects outside Ireland and organic production g companies allocated to either tax regime based on SIC industry code (1990-1996 (1991-1996 or 1991-1995 
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